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SUBJECT: EINANCE MINISTER CHRETIEN SEES SLOW GROWTH 
AHEAD, IS VAGUE ON POSSIBLE GOC POLICY MOVES 

REE: A. OTTAWA 8850, B. OTTAWA 8917 

SUMMARY. SECOND DAY OF MEETINGS BETWEEN PROVINCIAL 
FINANCE MINISTERS AND EEDERAL MINISTER CHRETIEN THREW 
LITTLE LIGHT ON PENDING GOC POLICY DECISIONS ON PRICE- 
WAGE CONTROLS OR ECONOMIC STIMULATION. CHRETIEN WAS 
FORTHRIGHT IN HIS COMMENTS ON CURRENT STATE OE ECONOMY 
AND ON POOR EMPLOYMENT OUTLOOK BUT AVOIDED TIPPING HIS 
HAND ON POLICY. PROVINCIAL MINISTERS WERE UNABLE TO 
DEVELOP A COMMON VIEW. END SUMMARY. 
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2. IN OCTOBER 4 SPEECH BEFORE PROVINCIAL FINANCE 
MINISTERS, MINISTER OF FINANCE CHRETIEN SAID THAT GROWTH 
OF REAL GNP THIS YEAR AND NEXT WOULD BE TDO SLOW TO HAVE 
MAJOR IMPACT ON UNEMPLOYMENT RATE. HE ANNOUNCED THAT GOC 
BUDGETARY DEFICIT FOR CURRENT FISCAL YEAR WILL BE CANADIAN 
DOLLARS 8 BILLION, AS COMPARED WITH BUDGET ESTIMATE OE 
CANADIAN DOLLARS 6.4 BILLION. HE ALSO NOTED THAT GNP 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


WOULD RISE BY ONLY 2 PERCENT THIS YEAR AND BY 4 - 5 PERCENT 
IN 1978. HOWEVER, CHRETIEN EXPRESSED VIEW THAT "OVER 
NEXT EEW" YEARS CANADIAN ECONOMY COULD GROW AT AN AVERAGE 
RATE OE 5.5 PERCENT PROVIDED INELATION RATE COULD BE 
BROUGHT DOWN, PRODUCTIVITY IMPROVED AND CERTAIN STRUCTURAL 
ADJUSTMENTS MADE. EXPANSION, HE SAID SHOULD BE LED BY 
EXPORTS AND PRIVATE INVESTMENT WITH SUSTAINED GROWTH OE 
CONSUMPTION PLAYING SUPPORTING ROLE. 

3. WHILE ACKNOWLEDGING THAT SHORT TERM UNEMPLOYMENT 
OUTLOOK WAS DIM, CHRETIEN REJECTED SOLUTION OF "THROWING 
MONEY AT JOB-CREATION PROGRAMS." HE WAS VAGUE ON EUTURE 
OE CONTROLS AND ON STANCE OE EISCAL POLICY, NOTING ONLY 
THAT HE WOULD MAKE A DECISION ON DECONTROL AND ON THE 
BUDGET BEEORE THE END OF OCTOBER. GOC RECEIVED LITTLE 
GUIDANCE EROM PROVINCIAL EINANCE MINISTERS AS THEY 

HELD DIVERGENT VIEWS ON DECONTROL AND ON OVERALL ECONOMIC 
POLICY. 

4. COMMENT: PRIVATELY,SENIOR MINISTRY OF FINANCE 
OEFICIALS ACKNOWLEDGE THAT GOC HAS VIRTUALLY COME TO 
DECISION ON EUTURE OE PRICE- WAGE CONTROLS, BUT THAT SOME 
CHANGE IN DETAILS IS STILL POSSIBLE BEFORE POLICY 
ANNOUNCEMENT IS MADE TO RE-CONVENED PARLIAMENT LATER THIS 
MONTH. IN ANY CASE, GOC FEELS IT HAS EREE HAND IN LIGHT 

OE EARLIER REJECTION OE ITS PROPOSALS FOR POST-CONTROLS 
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RESTRAINT BY BOTH LABOR AND MANAGEMENT AND PRESENT 
LACK OE COHERENCE AMONG PROVINCIAL GOVERNMENTS. 

DUEMLING 
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